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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RI CHVOND, JANUARY 31, 2003

IN THE MATTER OF

THE PORTSMOUTH POST OFFI CE BFI - 2003- 00004
CREDI T UNI ON, | NCORPORATED

Merger into

NORTHERN STAR CREDI T UNI QN, | NCORPORATED

ORDER AMENDI NG BYLAWS AND APPROVI NG THE MERGER

The Staff of the Bureau of Financial Institutions
("Bureau") has reported and represented to the State Corporation
Commi ssi on (" Comm ssion"):

(1) The Portsnmouth Post Ofice Credit Union, I|ncorporated
("TPPOCU"), a Virginia-chartered credit union, has sone $1.9
mllion in assets and approximately 784 nenbers. The Decenber
2002 financial statement of TPPOCU discloses it to be insolvent
with a negative net worth of $70, 358.

(2) TPPOCU has been experienci ng ongoi ng financi al
difficulties, including numerous accounting and | oan
underwriting problenms, as well as the identification of insider
and potentially fraudul ent |oans. On Septenber 27, 2002, a
Letter of Understandi ng and Agreenent ("LUA") was executed

bet ween t he Bureau, TPPOCU, and the National Credit Union
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Adm ni stration. To date, TPPOCU has been unable to neet all of
the requirements of the LUA. These trends have reached a point
where TPPOCU is no | onger viable as a separate entity. The
trends are confirmed in a Bureau nenorandum dated January 16,
2003, and attached exhibits.

(3) An energency exists, and it is in the best interests
of the nmenbers of TPPOCU to have TPPOCU i nmedi ately nerged into
Northern Star Credit Union, Incorporated ("NSCU'), also a
Virginia-chartered credit union.

(4) In order for TPPOCU to be nmerged into NSCU under
8§ 6.1-225.10 of the Code of Virginia, the board of directors of
bot h corporations nust approve a plan of nmerger. The board of
directors of NSCU has approved a plan of nerger that provides,
anong ot her things, that the remaini ng nmenbers of TPPOCU wi | |
become nenbers of NSCU

(5) According to Article V, Section 1 of TPPOCU s byl aws,
TPPOCU s board of directors shall consist of nine (9) nenbers.
Article V, Section 7 provides that a majority of the board of
directors constitutes a quorumfor the transaction of business.
| nsofar as TPPOCU has only two remai ni ng nenbers on its board of
directors, its board of directors is unable to achieve the
guorum necessary to vote on the plan of nmerger with NSCU

(6) To enable TPPOCU s board of directors to vote on the

pl an of nerger, TPPOCU s byl aws shoul d be anmended by the



Conmi ssion pursuant to 8 6.1-225.17 of the Code of Virginia.
The Bureau has provided TPPOCU with notice of the proposed
anendnents, and TPPOCU has waived its right to a hearing.

(7) NSCU s nenber accounts are insured by the Nationa
Credit Union Share |nsurance Fund.

Havi ng consi dered the report and the above representations
of the Bureau, the Comm ssion finds as follows: (i) TPPOCU is
insolvent; (ii) an energency exists; (iii) the board of
directors of NSCU has approved a nerger of TPPOCU i nto NSCU;
(iv) the nmerger is in the best interests of the nenbers of
TPPOCU; (v) TPPOCU s byl aws shoul d be anended by the Conm ssion
so that its board of directors nmay vote on the plan of merger
and (vi) TPPOCU has been notified of the proposed anendnents and
wai ved its right to a hearing.

Accordingly, IT IS ORDERED THAT:

(1) Pursuant to 8§ 6.1-225.17 of the Code of Virginia,
Article V, Section 1 of TPPOCU s byl aws be anended to read as
follows: "The Board of Directors shall consist of five (5)
menbers, who shall be nmenbers of this credit union. The Board
of Directors shall consist of an odd nunber of directors, at
| east five (5) in nunber.”

(2) In addition, Article V, Section 7 of TPPOCU s byl aws
be amended to read as follows: "For purposes of voting on a

merger with Northern Star Credit Union, |Incorporated, tw (2)



directors shall constitute a quorum For all other purposes, a
maj ority of the nunmber of directors specified in these Byl aws
shall constitute a quorumfor the transaction of business at any
nmeeting thereof but fewer than a quorum may adjourn fromtinme to
time until a quorumis in attendance. Witten notice of an

adj ourned neeting need not be given."

(3) Subject to approval of the plan of nerger by TPPOCU s
board of directors and the recei pt of evidence thereof by the
Commi ssion, the nerger of TPPOCU into NSCU i s hereby approved
pursuant to 8 6.1-225.10 of the Code of Virginia.

Pursuant to 8§ 6.1-225.10 of the Code of Virginia, this
Order of Approval shall take the place of the usual approval of
the nerger by the nenbers of both credit unions. TPPOCU shal
pronptly provide its nenbers of record with notice of TPPOCU s
i nsolvency and its nerger into NSCU for the purpose of providing
such nenbers an opportunity to challenge the finding that TPPOCU
is insolvent. TPPOCU shall also preserve and nmake avail able to
its nmenbers the rel evant books and records for a period of

thirty (30) days after such notice is sent.



